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Background  and  Evaluation  Report 

Section  6407  of  the  Omnibus  Budget  Reconciliation  Act  of  1989  (P.L.  101-239)  required  the 
Secretary  of  Health  and  Human  Services  to  enter  into  agreements  with  several  States  to  carry  out 
innovative  programs  to  extend  health  insurance  coverage  through  Medicaid  to  low-income 
pregnant  women  and  children,  and  to  encourage  workers  to  obtain  health  insurance  for 
themselves  and  their  children.  Coverage  would  be  offered  to  pregnant  women  and  children 
under  age  20  with  incomes  below  185  percent  of  the  Federal  Poverty  Level  (FPL)  who  lack  other 
forms  of  health  insurance.  Section  6407(g)  of  the  same  statute  further  required  the  Secretary  to 
conduct  an  evaluation  that  would  determine  the  effects  of  the  demonstration  on  "(A)  access  to 
care;  (B)  private  health  insurance  coverage;  (C)  costs  with  respect  to  health  care;  and  (D) 
developing  feasible  premium  and  cost  sharing  policies."  A  Report  to  Congress  was  requested  by 
January  1,  1994.  Section  13643  of  P.L.  103-66  extended  the  reporting  deadline  to  "one  year 
after  the  termination  of  the  projects." 

Pursuant  to  this  mandate,  the  Health  Care  Financing  Administration  (HCFA)  solicited 
demonstration  proposals  from  the  States.  Of  those  submitted,  three  were  selected:  the  Florida 
School  Enrollment-Based  Health  Insurance  Program  (SEBHI),  Maine  Health  Program  for  Kids 
(MHPK)  and  the  Michigan  Caring  Program  for  Children  (MCPC).  Because  these  States  already 
offered  Medicaid  coverage  to  pregnant  women  with  incomes  up  to  185  percent  of  FPL,  all  three 
demonstrations  focused  entirely  on  expanding  coverage  for  children. 

In  order  to  provide  a  Report  to  Congress,  in  June  1991  HCFA  entered  into  a  contract  with  Abt 
Associates,  Inc.,  to  conduct  a  thorough,  scientific  evaluation  of  the  three  demonstration  projects. 
This  report  is  based  on  the  findings  of  the  evaluation  contractor,  as  well  as  information  provided 
by  HCFA  staff. 

THE  MEDICAID  EXTENSION  DEMONSTRATIONS 

The  following  are  brief  descriptions  of  the  three  demonstrations. 

Florida:  The  Florida  SEBHI  program  used  the  public  school  infrastructure  to  market  publicly 
subsidized  managed  care  health  insurance  to  low-income  families.  Many  of  the  elements  that 
contributed  to  the  success  of  SEBHI  were  fostered  through  grant  support  from  the  Maternal  and 
Child  Health  Bureau  of  the  Health  Resources  and  Services  Administration  (the  Special  Projects 
of  Regional  and  National  Significance  grant  program).  Unlike  the  other  demonstrations,  which 
were  statewide  in  scope,  the  SEBHI  demonstration  took  place  in  a  single  county:  Volusia  County 
(Daytona  Beach).  The  County's  public  school  system  provided  the  administrative  nexus  for 
publicizing  and  marketing  the  program  to  students  and  their  parents.  Administrative 
responsibility  for  the  program  was  assigned  to  a  private,  non-profit  organization,  the  Florida 
Healthy  Kids  Corporation  (FHKC).  FHKC,  in  turn,  contracted  with  a  number  of  other  private 
entities  to  perform  various  functions  needed  to  operate  the  demonstration.  Chief  among  these 


was  a  single,  staff-model  health  maintenance  organization  (HMO),  Florida  Health  Care  Plan 
(FHCP),  which  provided  coverage  for  services  through  its  network  of  physicians,  hospitals  and 
clinics.  Children  could  enroll  in  SEBHI  if  they  (or  their  siblings)  participated  in  the  Free  and 
Reduced  Price  School  Lunch  Program,  if  they  were  not  eligible  for  Medicaid  or  other  health 
insurance  coverage,  and  if  their  families  had  incomes  below  185  percent  of  FPL.  Families  with 
incomes  between  100  percent  and  133  percent  of  FPL  paid  monthly  out-of-pocket  premiums 
equal  to  5  percent  of  the  total  cost  of  coverage;  those  with  incomes  between  134  percent  and 
1 85  percent  of  FPL  paid  1 8  percent  of  cost  out  of  pocket.  Failure  to  pay  the  premium  was 
grounds  for  disqualification  from  the  program.  The  benefit  package  was  similar  to  that  provided 
by  Medicaid,  but  with  some  service  limitations  and  co-payments  for  selected  services.  By  the 
end  of  the  demonstration,  approximately  7,000  children  participated  in  the  program  (an  estimated 
one-half  of  the  initial  number  of  uninsured  children  in  Volusia  County).  The  program  operated 
as  a  demonstration  from  March  1992  to  February  1995,  after  which  it  continued,  using  State  and 
private  funds.  In  1998,  a  modified  version  of  SEBHI  became  the  basis  for  Florida's  SCHIP. 

Maine:  MHPK  was  based  on  an  existing  State  program  administered  by  the  Maine  Department 
of  Human  Services.  Under  this  program,  health  care  coverage  was  extended  to  children  in 
families  with  income  up  to  125  percent  of  FPL  who  were  not  eligible  for  Medicaid.  Participating 
children  whose  family  income  rose  to  between  126  percent  and  185  percent  of  FPL  were  eligible 
to  retain  coverage  on  a  'transitional  basis'  for  up  to  2  years.  Children  in  families  with  incomes 
more  than  1 00  percent  of  FPL  were  subject  to  a  monthly  out-of-pocket  premium  based  on  a 
percentage  of  family  income  (1.5  percent  for  100  percent  to  125  percent  of  FPL,  2-3  percent  for 
126  percent  to  1 85  percent  of  FPL).  Administrative  responsibility  for  MHPK  was  assumed  by 
the  Maine  Medicaid  program.  This  allowed  for  a  single  intake  system  for  both  Medicaid  and 
MHPK,  and  for  easy  transitions  between  the  two  programs.  Participating  children  received  their 
care  from  regular  Medicaid  providers,  who  were  reimbursed  on  a  fee-for-service  basis  using  the 
Medicaid  fee  schedule.  MHPK  was  authorized  to  purchase  employer-based  health  insurance  for 
children  when  such  insurance  was  available  and  could  be  shown  to  be  cost  effective  compared  to 
regular  MHPK  coverage.  If  the  employer's  insurance  did  not  cover  the  complete  Medicaid 
benefit  package,  the  additional  services  were  funded  directly  by  Medicaid  on  a  fee-for-service 
basis.  The  demonstration  began  in  November  1991  and  ended  in  May  1993,  when  most 
participating  children  became  eligible  for  Medicaid  through  a  State  eligibility  expansion. 
Enrollment  during  the  demonstration  period  averaged  4,900  children  per  month,  or 
approximately  7-9  percent  of  the  uninsured  children  in  Maine  at  the  time. 

Michigan:  MCPC  was  developed  as  a  partnership  between  Blue  Cross/Blue  Shield  of  Michigan 
(BCBSM),  the  Michigan  Health  Care  Education  and  Research  Foundation  (a  BCBSM 
subsidiary)  and  the  State  Medicaid  program.  Children  in  families  with  incomes  up  to  185 
percent  of  FPL  (but  not  eligible  for  Medicaid)  could  participate  in  MCPC.  Coverage  was 
provided  using  BCBSM 's  existing  provider  network  and  fee  schedule.  Coverage  was  free  to 
participating  families,  but  enrollment  was  restricted  based  on  available  funding.  The  benefit 
package  was  limited  to  selected  primary  and  preventive  care  services  provided  on  an  outpatient 
basis;  inpatient  hospital  care  was  not  covered.  MCPC  operated  as  a  demonstration  from 
September  1 992  through  August  1 995.  Prior  to  its  approval  as  a  demonstration,  in  November 
1991  MCPC  began  enrollment  using  local,  private  funds  only.  By  August  1992,  total  enrollment 
of  children  had  climbed  to  1,117.  Federal  matching  funding  for  the  demonstration  was  approved 


in  September  1992,  and  the  combination  of  Federal  and  local,  private  funds  allowed  enrollment 
in  MCPC  to  increase  to  2,142  by  September  1993.  State  appropriated  funds  were  added  in 
October  1993,  and  by  August  1994  enrollment  had  increased  to  5,606.  In  December  1994, 
Michigan  expanded  Medicaid  eligibility  to  cover  children  up  to  age  1 5  with  family  incomes  up 
to  1 50  percent  of  FPL,  causing  many  MCPC  participants  to  become  eligible  for  Medicaid,  and. 
enrollment  dropped  to  just  over  3,000.  The  children  enrolled  in  the  program  represent 
approximately  1  percent  of  the  uninsured  children  in  Michigan.  After  the  demonstration  ended 
in  September  1995,  MCPC  continued  using  State  and  local  funds.  In  1998,  MCPC  was 
superseded  by  MIChild,  Michigan's  SCHIP. 

RESEARCH  METHODOLOGY 

The  analysis  done  by  the  contractor  consisted  of  three  major  components:  case  studies,  analysis 
of  administrative  data,  and  surveys. 

Case  studies  were  conducted  at  all  three  demonstration  sites.  These  analyses  provided 
background  information  about  the  demonstrations,  including  the  political  and  policy 
environments  from  which  they  emerged  and  the  goals  of  the  demonstrations  in  the  eyes  of  those 
who  planned  them.  They  also  documented  and  assessed  the  processes  and  procedures  used  by 
the  States  to  implement  and  operate  the  demonstrations,  and  presented  the  views  of  key 
constituencies.  The  case  study  methodology  relied  on  a  combination  of  site  visits  and  ongoing 
off-site  monitoring.  One  site  visit  was  conducted  to  Maine  (January  23-24,  1992),  two  to  Florida 
(April  21-24,  1992;  August  15-17,  1994)  and  three  to  Michigan  (June  22-23,  1992;  April  26-27, 
1993;  July  27-29,  1994). 

Several  types  of  administrative  data  were  obtained  for  the  evaluation.  Eligibility  and  enrollment 
data  were  obtained  from  each  of  the  demonstration  sites.  These  data,  with  their  accompanying 
economic  and  demographic  information,  provided  the  basis  of  analyses  of  enrollment  and 
disenrollment,  and  allowed  separate  analyses  of  demonstration  participants  by  sex  and  income. 
Data  on  the  types  and  quantities  of  medical  services  and  the  cost  of  services  used  by 
demonstration  participants  were  also  obtained.  Administrative  data  were  acquired  from  the 
States'  Medicaid  Management  Information  Systems  and  from  the  participating  private  health 
insurers  (FHCP  in  Florida  and  BCBSM  in  Michigan). 

Three  kinds  of  survey  data  were  used  by  the  contractor.  A  'baseline'  survey  attempted  to  gather 
information  from  demonstration  enrollees  on  their  health  status  at  enrollment,  and  use  of  services 
immediately  prior  to  enrollment.  The  surveys  were  administered  by  all  three  States,  which 
distributed  paper  surveys  to  all  newly  enrolled  children  during  a  specified  time  frame. 

A  second,  more  extensive  survey  was  administered  to  samples  of  demonstration  participants  and 
non-participants  by  phone.  This  survey  was  administered  twice  to  the  same  set  of  sampled 
individuals.  The  first  round  of  surveys  was  conducted  between  July  1993  and  March  1994,  and 
the  second  round  took  place  between  November  and  December  1 994.  Three  distinct  survey 
samples  were  selected:  (1)  a  sample  of  demonstration  participants,  (2)  an  'internal'  comparison 
group  consisting  of  children  who  lived  in  the  area  covered  by  the  demonstration  but  did  not 
participate,  and  (3)  an  'external'  comparison  group  consisting  of  comparable  children  living 


outside  the  demonstration  area.  For  Florida  the  external  comparison  group  was  drawn  from 
Pasco  County,  Florida.  For  Maine  the  internal  comparison  group  was  selected  from  the 
communities  of  Auburn  and  Lewiston,  Maine,  and  the  external  comparison  group  from 
Burlington  and  Windsor,  Vermont.  Finally,  for  Michigan  the  internal  comparison  group  was 
drawn  from  Flint,  Grand  Rapids,  Hancock,  Iron  Mountain  and  Saginaw,  Michigan,  and  the 
external  comparison  group  was  from  Cleveland  and  Toledo,  Ohio.  A  total  of  4,420  families 
were  interviewed  in  the  first  wave  of  the  survey,  and  3,504  were  reinterviewed  during  the  second 
wave. 

Finally,  to  provide  a  national  benchmark  for  demonstration  participants,  subsamples  were 
analyzed  from  the  1 987  National  Medical  Expenditure  Survey  and  1 99 1  National  Health 
Interview  Survey  (NHIS),  with  selected  data  from  the  NHIS  1989  and  1990  supplements. 

DEMOGRAPHIC  PROFILE  OF  DEMONSTRATION  PARTICIPANTS 

Each  of  the  three  demonstrations  attracted  a  slightly  different  mix  of  children  in  terms  of  age  and 
family  incomes.  Most  differences  can  be  traced  to  differences  in  the  designs  of  the  three 
demonstrations,  differences  in  Medicaid  programs  with  which  they  co-existed,  and  other  State- 
specific  factors. 

Age:  The  age  distribution  of  enrollees  was  similar  across  all  three  programs.  In  each  case, 
elementary  school  age  children  (age  5- 1 2)  made  up  the  largest  group  of  enrollees.  Florida  had 
the  highest  percentage  of  enrollees  in  this  age  range  (67  percent),  followed  by  Michigan 
(59  percent)  and  Maine  (56  percent).  By  contrast,  Florida  had  the  lowest  percentage  of 
enrollment  among  13-17  year  olds  (27  percent),  followed  by  Michigan  (29  percent)  and  Maine 
(35  percent).  Nine  percent  of  enrollees  in  Michigan  were  age  one  through  four,  as  opposed  to 
4  percent  in  Florida  and  Maine.  Florida's  unique  distribution  of  enrollees  by  age  is  due  in  part  to 
its  reliance  on  the  School  Lunch  Program  as  a  basis  for  eligibility.  Children  under  school  age 
without  school  age  siblings  were  by  definition  excluded.  Also,  the  fact  that  school  lunch 
participation  is  lower  for  teenagers  than  for  younger  children  made  it  less  likely  that  they  would 
participate  in  SEBHI. 

Income:  The  distribution  of  income  levels  differed  significantly  among  the  three  projects.  The 
Michigan  demonstration  served  higher  income  children,  on  average,  and  Maine  the  lowest,  with 
Florida  in  between.  In  Michigan,  the  largest  group  of  enrollees  (43  percent)  had  family  incomes 
between  131  percent  and  1 85  percent  of  FPL,  compared  to  9  percent  in  Florida  and  2  percent  in 
Maine.  In  Florida,  the  largest  group  (53  percent)  had  family  incomes  between  101  percent  and 
130  percent  of  FPL,  compared  to  4  percent  in  Maine  and  26  percent  in  Michigan.  Finally,  in 
Maine,  the  vast  majority  of  enrollees  (94  percent)  had  family  incomes  below  FPL;  the 
corresponding  figures  for  Michigan  and  Florida  were  29  percent  and  35  percent,  respectively. 

Sex:  Slightly  more  than  half  of  participants  at  all  three  sites  were  male. 


PRINCIPAL  FINDINGS 

The  following  were  the  principal  findings  from  the  three  Medicaid  Extension  Demonstrations  as 
they  relate  to  the  questions  asked  by  Congress. 

Access  to  Care 

The  analysis  of  access  to  care  was  based  principally  on  the  telephone  survey  responses.  Six 
measures  of  access  were  considered:  (1 )  whether  the  parents  reported  that  the  child  had  a  regular 
source  of  care;  whether  she  or  he  had  (2)  a  physician  visit,  (3)  a  preventive  check-up,  or  (4)  an 
emergency  room  (ER)  visit  within  the  last  3  months;  (5)  whether  the  child  had  experienced  any 
unmet  need  during  the  last  12  months;  and  (6)  whether  the  child  had  missed  school  or  limited  his 
or  her  activities  and  had  not  seen  a  doctor  or  nurse  due  to  a  specific  access  barrier.  A  child  who 
has  a  physician  or  clinic  from  whom  he  or  she  can  receive  care  on  a  regular  basis  is  more  likely 
to  have  good  access  to  care.  Having  a  regular  physician  also  promotes  continuity  of  care. 
Physician  visits  and  preventive  check-ups  are  indicators  of  actual  access  to  the  health  care 
system,  and  their  absence  suggests  the  presence  of  access  barriers.  A  high  frequency  of  ER  use, 
on  the  other  hand,  suggests  that  children  may  face  difficulties  obtaining  care  from  physicians' 
offices  or  clinics,  and  are  resorting  to  emergency  rooms  to  meet  their  needs.  The  last  two 
measures  attempt  to  capture  more  directly  whether  children  are  experiencing  barriers  to  access. 

Children  enrolled  in  the  Florida  SEBHI  demonstration  were  more  likely  than  privately  insured, 
Medicaid  and  uninsured  children  to  have  a  regular  source  of  care.  This  may  be  due  in  part  to  the 
fact  that  all  the  children  in  the  Florida  demonstration  were  enrolled  in  an  HMO,  and  thus  were 
assigned  to  a  primary  care  provider.  Demonstration  children  were  also  more  likely  than 
Medicaid  children  to  have  had  a  physician  visit.  On  the  other  hand,  demonstration  children  had 
lower  rates  of  preventive  check-ups  than  privately  insured  children;  in  this  respect  they  were 
comparable  to  Medicaid  and  uninsured  children.  Interestingly,  both  privately  insured  and 
uninsured  children  were  more  likely  to  use  the  emergency  room  than  demonstration  children. 
Finally,  demonstration  children  reported  similar  rates  of  unmet  need  as  other  insured  children, 
and  were  less  likely  than  uninsured  children  to  report  unmet  need.  Overall,  it  appears  that  the 
Florida  demonstration  succeeded  in  improving  both  potential  and  realized  access  to  care,  and  in 
reducing  both  levels  of  unmet  need  and  barriers  to  care  when  children  are  sick. 

In  Maine,  few  differences  in  access  to  care  were  reported  between  children  who  were  enrolled  in 
MHPK.  and  children  with  other  types  of  coverage,  or  no  coverage.  There  were  two  significant 
exceptions.  Both  demonstration  children  and  uninsured  children  were  more  likely  than  other 
insured  children  to  have  faced  unmet  need.  By  contrast,  demonstration  children  were  as  likely  as 
other  insured  children  (and  less  likely  than  uninsured  children)  to  have  faced  identifiable  access 
barriers.  In  general,  however,  access  to  care  proved  to  be  similar  among  all  groups  of  children 
studied.  This  result  should  be  interpreted  with  caution,  however,  because  the  MHPK 
demonstration  was  ended  before  the  second  round  of  the  survey  could  be  fielded.  This 
undermined  the  ability  of  the  survey  sample  to  detect  differences  among  the  various  groups  of 
children. 


Children  enrolled  in  Michigan's  MCPC  were  less  likely  than  children  with  other  types  of 
insurance  coverage  to  report  a  regular  source  of  health  care.  They  were  also  more  likely  than 
other  insured  children  to  report  unmet  need  or  barriers  to  care.  (Demonstration  children  were 
similar  to  uninsured  children  in  both  respects.)  In  terms  of  service  use,  few  significant 
differences  were  found  among  children  with  various  types  of  insurance  and  no  insurance,  except 
that  uninsured  children  were  slightly  less  likely  to  have  had  an  ER  visit  than  those  with 
insurance.  Thus,  the  MCPC  demonstration  seemed  to  have  had  little  impact  on  access  to  care  for 
participating  children,  which  is  surprising  given  that  the  demonstration  gave  children  access  to 
BCBSM's  provider  network  at  the  same  levels  of  reimbursement. 

In  summary,  the  Florida  SEBHI  program  seemed  to  have  the  greatest  positive  impact  on  access 
to  care  for  formerly  uninsured  children.  The  impact  of  the  Maine  and  Michigan  programs  was 
much  less  dramatic.  Some  of  this  difference  could  be  attributed  to  the  policies  of  the  managed 
care  system  retained  by  FHKC  to  provide  care  to  SEBHI  enrollees.  Both  FHCP  and  the  Volusia 
County  schools  conducted  active  education  campaigns  to  persuade  member  families  to  bring 
their  children  in  for  primary  and  preventive  services,  and  to  avoid  using  the  ER  as  a  source  of 
primary  care.  FHCP  encouraged  all  new  enrollees  to  come  in  for  an  initial  visit  shortly  after 
their  enrollment,  which  helped  to  establish  relationships  between  enrollee  families  and  their 
primary  care  providers.  FHCP  also  had  doctors  on-call  24  hours  a  day  to  answer  questions  and 
give  advice. 

Private  Health  Insurance  Coverage 

Only  one  of  the  demonstrations  featured  significant  interaction  with  the  private,  employer-based 
health  insurance  system.  MHPK  featured  a  provision  under  which  the  program  could  'buy  into' 
employer-sponsored  coverage  under  certain  circumstances.  If  a  comparison  of  the  employee 
share  of  cost  to  expected  Medicaid  costs  revealed  that  purchase  of  an  employer's  health 
insurance  was  cost  effective  relative  to  straight  Medicaid  coverage,  MHPK  could  enroll  the 
eligible  family  in  the  employer's  health  insurance  plan  and  pay  the  employee's  share  of  the 
premium.  To  the  extent  that  the  employer's  policy  did  not  cover  all  services  provided  under 
Medicaid,  the  uncovered  services  would  be  reimbursed  directly  by  MHPK  on  a  fee-for-service 
basis.  In  practice,  however,  few  enrollees  qualified  for  an  employer-based  health  insurance 
subsidy  under  this  provision.  As  of  December  1992,  MHPK  paid  the  premium  for  only 
204  enrollees,  or  about  3  percent  of  the  total  enrollee  population  at  that  time.  One  reason  for  this 
was  that  Medicaid  coverage  was  already  inexpensive  relative  to  other  types  of  insurance,  so  it 
was  difficult  for  a  private,  employer-based  health  insurance  plan  to  compete  on  that  basis. 

Costs  With  Respect  to  Health  Care 

The  following  table  is  a  summary  of  total  Federal  expenditures  for  the  three  demonstrations.  A 
total  of  $30  million  was  appropriated  for  all  three  demonstrations  combined. 


Services 

Administration 

Evaluation 

Total 

Florida 

$6,088,591 

$1,107,101 

$329,529 

S7.525.221 

Maine 

$4,481,586 

$1,027,144 

$294,153 

$5,802,883 

Michigan 

$2,265,636 

$145,400 

$115,000 

$2,526,036 

TOTAL 

$12,835,813 

$2,279,645 

$738,682 

$15,854,140 

In  terms  of  per-enrollee  costs,  the  experience  of  the  Florida  demonstration  was  both  interesting 
and  instructive.  At  the  beginning  of  the  program,  FHKC  commissioned  an  actuarial  estimate  of 
expected  per  enrollee-per  month  costs  for  covering  the  SEBHI  target  population.  Using 
Medicaid  fee-for-service  data  as  a  basis,  an  independent  actuarial  firm  estimated  a  per  enrollee- 
per  month  cost  of  $62.39.  In  its  response  to  the  SEBHI  Request  for  Proposal,  FHCP  submitted  a 
bid  price  of  $58.98  per  enrollee-per  month,  indicating  that  its  expectations  of  per-enrollee  costs 
were  largely  in  line  with  those  of  FHKC 's  actuarial  consultants.  However,  as  the  demonstration 
proceeded,  it  became  clear  that  the  initial  cost  projections  were  unduly  pessimistic.  The  actual 
cost  of  coverage  turned  out  to  be  much  more  manageable  than  initially  expected.  After  an  initial 
spurt  of  utilization  due  to  pent-up  demand,  the  utilization  patterns  of  demonstration  enrollees 
came  to  resemble  more  closely  FHCP's  commercial  enrollees  than  the  Medicaid  population  on 
which  the  initial  estimates  were  based.  On  that  basis,  FHKC  was  able  to  negotiate  progressively 
lower  rates  with  FHCP:  $56.70  for  the  November  1992-January  1993  period,  $46.70  for  the 
February  1993-February  1994  period,  and  finally  $46.50  starting  in  March  1994.  This  represents 
a  greater-than-20-percent  decline  in  per-enrollee  costs,  as  opposed  to  the  25-percent  increase 
initially  projected  by  demonstration  planners.  Overall,  the  combined  Federal,  State  and  enrollee 
cost  of  coverage  over  the  course  of  the  demonstration  (including  administrative  costs,  but 
excluding  development  costs)  was  $56.07  per  enrollee-per  month. 

Under  Michigan's  demonstration,  all  responsibility  for  reimbursing  providers  was  assumed  by 
BCBSM.  BCBSM,  in  turn,  received  a  monthly  premium  payment  per  enrollee  from  the 
Michigan  Department  of  Social  Services,  the  State's  Medicaid  agency.  Initially,  the  monthly 
cost  of  MCPC  coverage  was  $29.50  per  member-per  month,  based  on  BCBSM's  experience  with 
one  of  its  commercial  groups.  (The  low  cost  of  coverage  reflects  the  lack  of  hospital  coverage  in 
the  MCPC  benefit  package.)  These  projections  proved  optimistic,  however;  the  MCPC 
population  exhibited  higher  utilization  than  expected,  particularly  of  physician  services. 
Between  April  1993  and  March  1993,  actual  utilization  by  MCPC  clients  averaged  $31.73  per 
member-per  month;  hence,  BCBSM  consistently  lost  money  on  MCPC.  In  response,  the 
Michigan  Bureau  of  Insurance  mandated  an  increase  in  premium  for  MCPC  effective  July  1 , 
1994,  and  BCBSM  raised  its  monthly  premium  to  $35.  An  internal  study  by  BCBSM  found 
evidence  of  both  pent-up  demand  and  adverse  selection,  which  may  account  for  costs  being 
higher  than  anticipated.  BCBSM  found  that  the  most  intensive  use  by  children  of  outpatient 
surgical  services  was  during  the  period  immediately  following  their  enrollment,  suggesting  pent- 
up  demand  for  these  services.  Children  with  longer  continuous  periods  of  enrollment  also  tended 
to  be  sicker  on  average  than  those  who  experienced  intermittent  enrollment. 

MHPK  was  a  purely  Medicaid  fee-for-service  benefit.  Estimates  of  the  per  enrollee-per  month 
cost  of  coverage  based  on  administrative  records  range  from  $67  to  $82.  These  amounts  are 
somewhat  higher  than  for  the  other  demonstrations,  and  could  reflect  the  impact  of  adverse 
selection  and  pent-up  demand  for  services  on  the  part  of  new  MHPK  enrollees.  A  possible 
relationship  between  adverse  selection  into  MHPK  and  the  program's  reapplication  and  cost- 
sharing  requirements  is  explored  more  fully  in  the  next  section.  (For  purpose  of  comparison,  the 
total  per-month  cost  of  a  non-disabled  child  eligible  for  Medicaid  was  approximately  $100  in 
Federal  fiscal  years  1 993  and  1 994.) 


Developing  Feasible  Premium  and  Cost  Sharing  Policies 

The  enabling  legislation  for  the  Medicaid  Extension  Demonstrations  required  that  participating 
families  share  in  the  monthly  cost  of  coverage  for  their  children.  Families  with  incomes  above 
100  percent  of  FPL  were  to  be  charged  premiums  based  on  a  sliding  income  scale,  not  to  exceed 
3  percent  of  gross  monthly  earnings.  Families  with  incomes  below  the  poverty  level  were  to  be 
exempt  from  premiums. 

In  practice,  two  of  the  three  demonstrations  required  premium  cost  sharing  on  the  part  of 
enrolled  families.  Under  the  Florida  SEBHI  program,  families  with  incomes  between  101 
percent  and  133  percent  of  FPL  paid  monthly  out-of-pocket  premiums  equal  to  5  percent  of  the 
total  cost  of  coverage,  while  those  with  incomes  between  134  percent  and  185  percent  of  FPL 
paid  1 8  percent.  There  also  were  copayments  of  $3  for  each  prescription  and  refraction,  $10  per 
outpatient  mental  health  visit,  $10  for  eyeglass  lenses,  $25  per  emergency  room  visit  and  $3  per 
rehabilitation  and  home  health  visit.  Over  the  course  of  the  demonstration,  however,  some  of 
these  copayments  were  reduced  or  eliminated.  Families  enrolled  in  the  MHPK  demonstration 
paid  monthly  premiums  per  child  ranging  from  1 .5  percent  of  family  income  for  families  with 
incomes  between  100  percent  and  125  percent  of  FPL,  to  2-3  percent  for  families  with  incomes 
in  the  126  percent  to  185  percent  of  FPL  range.  There  was  no  point-of-service  cost  sharing 
under  MHPK.  Finally,  while  premium  cost  sharing  was  initially  part  of  the  plan  for  MCPC, 
prior  to  implementation  Michigan  elected  not  to  charge  premiums  to  MCPC  participants. 
Officials  there  were  concerned  about  the  possible  administrative  burden  and  also  wanted  to 
maximize  participation  in  the  program.  Amounts  that  would  have  been  paid  by  families  under 
the  demonstration's  proposed  premium  schedule  were  instead  defrayed  using  MCPC  funds; 
Federal  matching  amounts  were  reduced  according  to  the  amount  of  the  subsidy. 

Charging  premiums  to  participants  in  publicly-sponsored  health  insurance  programs  like  the 
Medicaid  Extension  Demonstrations  offers  participating  families  an  opportunity  to  share  in  the 
responsibilities  of  financing  a  program  from  which  they  benefit.  Such  an  approach  accords  with 
the  widely  held  belief  that  people  should  pay  for  the  benefits  they  receive,  if  they  are  able. 
Premium  cost  sharing  can  also  have  negative  consequences,  however.  Families  in  need  may  be 
deterred  from  participating  in  the  program.  Even  a  small  premium  can  be  problematic  for 
families  with  near-poverty  incomes,  like  those  for  whom  the  Medicaid  Extension  Demonstration 
programs  were  intended.  Another  potential  problem  is  the  incentive  that  premiums  provide  for 
families  to  enroll  episodically.  Families  can  enroll  their  children  in  times  of  need,  and  then  allow 
their  coverage  to  lapse  when  the  need  has  passed;  they  are  arguably  more  likely  to  do  so  when  a 
monthly  cash  payment  is  involved.  The  resulting  turnover  in  enrollment  has  consequences  for 
program  operations.  Enrolled  children  tend  to  be  sicker  on  average  than  the  target  population  in 
general,  which  increases  the  average  cost  of  coverage.  Cycling  on  and  off  coverage  also 
undermines  continuity  of  care  and  appropriate  use  of  primary  and  preventive  care. 


The  evaluation  contractor  looked  extensively  at  spells  of  eligibility  and  turnover  among 
demonstration  enrollees.  Its  findings  suggest  that  premium  cost  sharing  is  only  one  factor 
affecting  the  amount  of  'churning'  in  an  enrolled  population.  Of  the  three  programs,  Florida's 
experienced  the  lowest  attrition  rate.  Approximately  1  percent  to  3  percent  of  children 
disenrolled  in  any  given  month,  with  spikes  to  6-8  percent  during  the  open  enrollment  periods  at 
the  beginning  of  each  school  semester.  Most  disenrollments  (87  percent)  were  due  to  the  child" 
losing  eligibility,  obtaining  other  insurance  or  moving  out  of  Volusia  County.  Thus,  the  vast 
majority  of  program  exits  were  due  to  reasons  unrelated  to  premiums.  However,  there  was  some 
evidence  that  premiums  did  contribute  to  program  rum-over.  Seven  percent  of  disenrollments 
were  premium-related,  about  evenly  divided  between  involuntary  disenrollments  for  non- 
payment of  premiums  and  voluntary  disenrollments  due  to  dissatisfaction  with  the  amount  of 
premium. 

Certain  administrative  features  of  SEBHI  served  to  reduce  the  amount  of  program  turnover.  One 
of  these  was  the  absence  of  any  formal  re-enrollment  process.  FHKC  assessed  eligibility  for 
each  participant  on  a  monthly  basis  by  computer  match  of  SEBHI  eligibility  records  with  those 
of  the  school  lunch  and  Medicaid  programs.  This  process  required  no  active  input  on  the  part  of 
participating  families,  and  served  to  facilitate  continuous  enrollment  and  minimize  drop-outs. 
Another  important  factor  was  that,  unlike  the  other  three  demonstrations,  Florida  allowed 
children  who  were  found  to  be  qualified  for  Medicaid  to  remain  in  SEBHI. 

By  contrast,  both  Maine  and  Michigan  experienced  higher  rates  of  attrition  from  their  programs, 
and  more  discontinuous  enrollment,  but  in  different  ways.  By  far,  the  Maine  Health  Program  for 
Kids  experienced  the  highest  rates  of  attrition  and  turnover.  In  any  given  month,  10-14  percent 
of  participating  children  withdrew  from  the  program.  Sixty  percent  of  enrollment  spells  were 
less  than  1  year  in  duration,  and  83  percent  lasted  less  than  2  years.  (The  corresponding  figures 
for  Florida  were  28  percent  and  37  percent  respectively.)  Failure  to  reapply  was  the  most 
common  reason  for  an  enrollment  spell  to  end  (42  percent),  followed  by  becoming  Medicaid 
eligible  (19  percent)  and  losing  eligibility  due  to  income  or  assets  (14  percent).  This  evidence  is 
consistent  with  observations  by  program  staff  that  some  enrollee  families  seem  to  seek  MHPK 
coverage  to  meet  immediate  health  care  needs,  and  drop  coverage  once  the  need  has  passed. 
(This  would  also  help  to  explain  the  high  per-capita  costs  experienced  by  MCPC.)  Such 
behavior  was  encouraged  by  MHPK's  policy  of  paying  medical  bills  incurred  up  to  30  days  prior 
to  a  child's  enrollment.  It  is  unclear  to  what  extent  the  premium  requirement  contributed  to 
increased  turnover  in  the  enrolled  population.  One  strength  of  Maine's  model  was  revealed  by 
the  experience  of  children  who  withdrew  from  the  program  only  to  reenter  later:  59  percent  of 
gaps  in  enrollment  were  filled  with  spells  of  Medicaid  eligibility.  Having  a  single  administrative 
mechanism  for  Medicaid  and  MHPK  eased  transition  between  the  two  programs  and  helped  to 
ensure  continuity  of  coverage  for  those  children.  It  is  not  known  whether  the  other  41  percent  of 
enrollment  gaps  represent  spells  of  coverage  by  other  insurance  or  uninsurance. 


In  Michigan,  where  there  was  no  premium  cost  sharing  for  participating  families,  withdrawals 
from  the  program  were  minimal  until  the  child's  1-year  anniversary,  at  which  point  there  was  a 
spike  in  disenrollments.  This  is  almost  certainly  related  to  the  requirement  that  enrolled  children 
formally  reapply  each  year.  One-third  of  children  who  left  MCPC  did  so  because  of  a  failure  to 
reapply;  another  one-third  became  eligible  for  Medicaid  and  about  one-quarter  found  other 
insurance. 

These  results  suggest  that  while  imposing  premium  cost  sharing  on  low-income  program 
participants  has  the  potential  to  cause  or  increase  discontinuous  coverage,  premiums  are  only  one 
factor  that  needs  to  be  considered.  Merely  requiring  participants  to  reapply  seems  to  have 
increased  the  likelihood  that  they  will  drop  out  of  the  program,  particularly  when  no  pressing 
medical  needs  were  present. 

CONCLUSION 

While  no  clear  policy  recommendations  emerge  from  the  Medicaid  Extension  Demonstrations, 
their  experience  does  point  to  a  number  of  areas  that  merit  further  examination. 

Care  Management:  The  Florida  SEBHI  demonstration  seemingly  had  more  success  in  increasing 
access  to  care  for  participating  children,  increasing  use  of  primary  and  preventive  care,  and 
decreasing  members'  reliance  on  the  emergency  room  as  a  means  of  obtaining  routine  care. 
Much  of  this  success  can  be  attributed  to  efforts  made  under  the  demonstration  to  educate 
families  and  to  manage  care.  FHKC,  FHCP  and  the  Volusia  County  Schools  all  mounted 
educational  campaigns  designed  to  encourage  families  to  seek  primary  and  preventive  care  for 
their  children,  and  to  use  their  primary  care  providers  for  routine  sick  care  instead  of  the 
emergency  room.  In  addition,  under  FHCP's  managed  care  model,  each  child  was  assigned  to  a 
primary  care  gatekeeper  physician  who  was  to  be  the  principal  manager  of  their  care  and  their 
entryway  into  the  system.  FHCP  encouraged  families  to  bring  their  children  in  for  an  initial 
check-up,  which  helped  to  establish  a  relationship  between  the  family  and  primary  care 
physician,  and  gave  an  opportunity  to  identify  and  address  any  existing  health  problems.  Access 
to  primary  care  physicians  was  made  available  on  a  24-hour  basis,  giving  parents  an  assurance 
that  they  could  seek  care  at  any  time  without  resorting  to  the  emergency  room.  These  features 
were  absent  from  the  Maine  and  Michigan  demonstrations,  which  were  purely  fee-for-service 
models  with  no  care  management  beyond  routine  utilization  review.  The  experience  of  the 
Medicaid  Extension  Demonstrations  suggests  that  the  mere  provision  of  insurance  coverage  may 
not  be  sufficient  to  ensure  access  to  and  appropriate  use  of  the  health  care  system  by  uninsured 
families.  Management  of  care  can  help  to  increase  the  beneficial  effects  of  provision  of 
insurance  and  increase  the  likelihood  that  the  newly  insured  will  receive  timely  and  appropriate 
care. 
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Premiums,  administrative  burden  and  program  turnover:  There  was  some  evidence  that 
premium  cost  sharing  increased  the  amount  of  turnover  within  the  enrolled  populations  of  the 
demonstrations,  with  all  the  attendant  problems  that  entails.  It  was  also  clear  that  other  factors 
related  to  the  design  and  administration  of  the  demonstration  were  important  as  well.  Florida's 
simplified  process  for  verifying  eligibility  on  a  continuous  basis  helped  to  facilitate  continuous, 
enrollment  and  minimize  turnover.  In  the  design  of  future  programs,  steps  should  be  taken  to 
minimize  the  incentives  that  increase  turnover.  This  could  involve  simplified  administrative 
processes  akin  to  Florida's  approach,  minimization  of  the  premium  amount,  or  restrictions  on  the 
ability  of  qualified  persons  to  drop  coverage  only  to  reenroll  later.  Care  should  be  exercised  in 
the  design  of  these  provisions,  however,  so  that  they  do  not  unduly  impinge  on  other  important 
program  goals.  These  might  include  maximizing  the  ability  of  the  program  to  serve  those  who 
truly  need  coverage  and  for  reasons  beyond  their  control  cannot  obtain  it  for  themselves,  and 
minimization  of  potential  fraud  and  abuse. 
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